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= 
KEY ECONOMIC INDICATORS: KUWAIT 
All Values in Millions of US$ 1976 KDl= $3.43 


unless otherwise stated. 1977 KDl= $3.48 
1978 KD1= $3.65 


INCOME AND PRODUCTION FY75/76 FY76/77 FY77/78 


GDP at current prices 11,247 12 778" 14 ,067* 
Per Capita GDP (in single gy 9,953 11,015* oven 
Public & Private Consumption 3,811 4,764 6,292 
Domestic Capital Formation 844 1,600 2,489 
Private 363 463 602 
Public 480 1,137 1,887 
CY76 CY77 CY78 
Crude 0il Production (Mil US bl) 785 718 We 
Natural Gas Production (bil cu.ft.) 396 363 393 
Desalinated Water (mil Imp. gal.) 14,380 17,321 NA 
Electric Power (mil kw) 5,202 6,018 NA 


MONEY AND BANKING 


Money supply (currency in circula- 

tion plus demand deposits) 1,351 
Quasi Money (savings, time and 

foreign currency deposits ) 2,836 
Claims on Private Sector 3,203 


BALANCE OF PAYMENTS AND TRADE 
Gold & Foreign Exchange Reserves 18,000* 
Current Account Balance OR bs 
Oil Exports 9,120 
Other Exports (incl.re-exports) 739 
Imports 3,334 
From U.S. 472 
Main imports from the United States 
Motor Vehicles and Parts 142 
Air conditioning Equipment 48 
Foodstuffs LZ 
Construction Equipment 14 
Cigarettes 18 


*Estimates 
1) Based on assumption of population as follows (about half Kuwaiti) 
1976 - 1.13 million 
1977 - 1.16 million 
1978 - 1.2 million 
2) FY75/76 covers a 15 month period from April 1975 through June 1976 
NA - Not Available 





SUMMARY 


The Kuwaiti economy continues to go through a period of consolidation 
and reflection following the boom years of 1974-76. Oil, and the 
revenue derived from it, continue to be the major factors governing 

the Kuwaiti economy. After declining slightly in 1977 due to decreased 
production, oil exports increased to an estimated $9.6 billion in 

1978. In response to increased demand for oil in the aftermath of 

the Iranian upheaval, Kuwait increased its production.Ccombined with a 60% 
increase in the price of Kuwaiti crude since the beginning of 1979 this 
makes it likely that Kuwaiti 0il revenues will increase by about 60% 

in 1979. 


Government policy in dealing with oil revenues continues to be 
conservative. After remaining steady last year, allocations for 
project expenditures increased only slightly in the just announced 
79/80 budget. For a variety of. reasons, including availability of 
manpower and economic viability, an earlier trend towards local 
industrialization has slowed. Hydrocarbon based projects, a seemingly 
logical place for Kuwait to invest, are caught up in similar 
constraints, though eventually certain petroleum sector projects 

may go ahead. With a slowdown on the industrial projects side, 

Kuwait is concentrating its local expenditures on infrastructure 
development. Kuwait is hard-pressed to meet demands for low income 
housing on the part of its poorer citizens and government housing 
expenditures should be at least $1 billion a year for the next ten 
years. Other major areas of project expenditure include a new 
motorways system and increases in electrical and desalination capacity. 


With oil revenues rapidly increasing and little sign of matching 
increases in local spending, Kuwait will continue to have large 
surpluses to invest abroad. In addition the wealthy local business 
community is increasingly looking overseas for investment opportunities 
as the capital-saturated local market cannot absorb all they wish 

to invest. The increased sophistication of the local financial 
community, symbolized by the improved size and quality of the Kuwaiti 
dinar bond market, presages a growing role for Kuwait as an inter- 
national financial center. Kuwait has been a major foreign aid 
donor for some time now, contributing $5.4 billion (or 10% of GDP) 

in foreign assistance in the years 1970-1977. Kuwaiti foreign 
assistance is changing its previous primary Arab world orientation 
and has expanded to include Africa and Southeast Asia. 





The slower rate of growth and of government spending should not deter 
US firms from entering and competing in the Kuwaiti market. In contrast 
to many other countries in the world, the Kuwaiti business scene is 
sophisticated and competitive. Interest in US manufactured products 
is high and is likely to remain so, and many areas of potential US 
exports to Kuwait remain unexplored. American firms have good oppor- 
tunities to win government projects, particularly in the areas of 
motorway construction and power generation. Eased local boycott 
rules have made it easier for American firms to do business here. 

The United States remains Kuwait's number two trading partner with 
1978 imports of almost $750 million and has a favorable trade balance 
of $700 million. Kuwait continues to be our largest customer for 
commercial exports in the Arab world after Saudi Arabia. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Overview of the Kuwait Economy - "Consolidation'': Compared to the 
1974-76 "go-go" years following 1973/4's dramatic oil price rise, 
1977-78 were years of consolidation, if not slight recession for the 
Kuwaiti economy. Oil, of course, is the key factor in Kuwait's 
economy. In 1977 the petroleum sector accounted for about 86% of 
government revenue, 72% of total foreign exchange receipts, and 
slightly less than 75% of Kuwait's gross domestic product (GDP) 


at current prices. And in that year oil exports actually went down, 
although the decrease was miniscule (only 2%), from $9.1 biliion in 
1976 to $8.9 billion in 1977. Ordinary government expenditures, 

for a greatly expanded bureaucracy and the necessary maintenance of 
many completed projects, increased from $3.1 billion in the fiscal year 
ending June 30, 1977 to $5.1 billion for the fiscal year ending June 
30, 1978. Mounting expenditures seemed to be eating into the govern- 
ment's past enormous surpluses. For FY 76/77 the actual surplus 
amounted to over $5 billion, while the budget for FY 77/78 projected 
only a $1.5 billion surplus. Furthermore, 1977/78 were years of a 
temporary ''oil surplus" especially for Kuwait's heavy high sulfur 
crude. To ensure that mostly long-term contract customers met their 
contract minimums, Kuwait reduced its official sale price by 10 cents 
per barrel on January 1, 1978 and by 5 cents per barrel in April 1978. 


Concerned by the inflationary effects of the somewhat overheated 
expansion of 1974/76 and by the possibility that the oil revenue surplus 
would decline, the Government of Kuwait (GOK) set up a ''Fund for 
Future Generations" to prepare for the distant but still inevitable 
time when the oil runs out. Deposits into this fund -- 10% of all 
government oil revenue -- may not be used for current expenditures 

and must be invested. The Government also tightened up on credit 
expansion which in 1976 led to wild price increases ‘in the local stock 
and real estate market. Whereas expansion of credit was 84% in 1976, 
the figure was slashed to 27% in 1977/78. The credit squeeze caused 
such a fall in share prices that eventually the government felt 
constrained to fix a floor price at which it would buy shares. This 





move, essentially a bail-out of speculators, eventually cost the 
GOK over 600 million dollars. With this exception, the Kuwait Govern- 
ment continued to adhere to conservative, anti-inflationary fiscal 
policies. In 1977 and 1978 the GOK sharply cut back its allocations 
for land purchases, one of the main stimulants of growth in the 
private sector (and of inflation). For the first time in over a 
decade, it presented a budget (for FY 78/79) which projected an 
actual decline in government expenditures of 13%. Though admittedly 
a small decrease, with inflation running at perhaps 15% this 
represented a much greater decline in real terms. Also, projected 
expenditure for development projects, which had grown rapidly in 
previous years, was frozen; allocations were almost entirely for 
existing projects, rather than new ones. 


While the government consciously followed a policy to cool off the 
economy, regional developments reinforced this direction. The 
virtual eradication of port congestion in other Gulf ports reduced 
Kuwait's entrepot trade, which was a mainstay of the economy before 
0il was discovered. Re-exports from Kuwait, which had been 
increasing rapidly through 1976/77, actually declined in 1978. 
Partly because of this, and partly because of the leveling off of 
the main generator of imports, government spending, imports to Kuwait, 
which had been increasing at a rate of 30-50% per year, actually 
declined in 1978, for the first time since 1970. In the non-oil 
sectors of the economy growth also slowed. Non-oil real growth in 
1976/77 was estimated to be about 15%, but slowed down to about 5% 
in 1977/78, mainly because of a deceleration in construction and 
service activities. 


The "consolidation" of the Kuwaiti economy in 1977/78 caused a 
decrease in inflation from a rate of well over 25% a year to the 
present rate, variously estimated at as little as 8% to at most 15%. 
Factors attendant to this decline did not have the serious side effects 
noticed elsewhere in the Gulf. The private sector's property 
investments were less dependent on bank finance than in, for example, 
the UAE. Investors could absorb the decline in rents that came with a 
Slow-down knowing that with the population growing and available 
land scarce they could count on a long-term rise in property values to 
even higher levels. Moreover, Kuwait's contraction took place on a 
very affluent base. As the figures under key economic indicators 
indicate, Kuwait is an enormously wealthy country which will remain 

so for decades. For 1979 Kuwait's problem is how to cope with another 
sharp rise in oil revenues. From January lst through July lst 1979 
the price of Kuwait's oil increased by 60%, from $12.22 per barrel to 
$19.49 per barrel. At the same time production has continued at 
levels considerably above those of 1977/78. Total Kuwaiti production 





(including Kuwait's share of Saudi/Kuwaiti partitioned zone production) 
is likely to average 2.5 million barrels a day for the year 1979, 

an increase over 20% above 1978 production levels. This, combined 
with very large price increases, makes it likely that Kuwait will earn 
at least $15.6 billion from oil exports in 1979, a $6 billion increase 
over 1978 oil revenues. This huge revenue increase raises once again 
a question frequently debated in Kuwait, how much should be spent 
inside the country and how much invested abroad. 


Expenditures Within Kuwait: Kuwait prides itself on being a welfare 
state, having provided extensive health, educational, housing and 
other benefits to its native population for over 30 years. These 
heavy costs, combined with the increasing burden of a large government 
bureaucracy and expanding infrastructure ensure that the government's 
"ordinary" expenses will remain at a high level and increase. The 
government budget just announced for fiscal year 79/80 contains a 

16% increase in ordinary expenses, up from approximately $5.4 billion 
in FY 78/79 to $6.2 billion in 79/80. Moreover the government has 
once again increased its spending on land purchases, a traditional 
way of spreading the wealth, increasing this time 76% to approximately 
$550 million for FY 79/80. 


This leaves major projects. If Kuwait were to follow the example 


of Saudi Arabia and other countries in the area, it could be 

embarking on very large industrialization projects. It now seems 
unlikely that it will follow such a course. The Industrial Bank of 
Kuwait, the vehicle for financing non-hydrocarbon based industry in 
Kuwait, got off to an impressive start in the mid-1970's and by 1978 
had financed wholly or in part 114 projects at a total cost of 
approximately $324 million, representing about 47% of the total 

cost of these projects. However the rate of growth of IBK commitments 
has eased, reflecting the feeling that there may not be much more room 
in the market for such projects. A firm desire not to make Kuwaitis 
even more of a minority in their own country has dampened interest 

in many industrial projects which would require foreign labor. 

Initial enthusiasm for industrial projects has waned, as many of them 
have been beset by sharp import competition in Kuwait's virtually 
tariff free economy, leading to calls for tariff protection for some 
"infant'"' industries. In any case, non-hydrocarbon based projects 
amounted to only $1.5 billion out of $4.4 billion projected for 
industrialization for Kuwait's unpromulgated but generally implemented 
1977/81 five year plan. Most of the remaining, hydrocarbon based 
projects, amounting to $3.9 billion, will not be tendered by 1981. 
Many influential Kuwaiti officials oppose large scale investments 

in petroleum related industries because of environmental considerations, 
possible future shortage of feed stocks, economic viability (given 
the number of similar projects being built or contemplated by Kuwait's 
neighbors), and concern over the amount of additional non-Kuwaiti 





manpower even these highly capital intensive projects might bring 
into Kuwait. In addition, bureaucratic disputes between various 
segments of the local petroleum sector have delayed project approval. 


Now that Kuwait's $1 billion liquefied petroleum gas (LPG) complex 
has been completed, the only large petrochemical project certain 

to be undertaken is a $250 million upgrading of gasoline production 
capacity, which will soon be out for tender. All indications are 
that Kuwait's Oil Ministry will only approve one large petroleum 
sector project at a time. The next project, should it be approved, 
is likely to be an upgrading/expansion of Kuwait 0il Company's 
aging Ahmadi refinery, likely to cost at least $750 million. 


Other petrochemical projects such as aromatics, olefins, etc, which 

were much touted in the mid 70's are unlikely to be approved and 
implemented before the mid 1980's, if ever. Although there has been much 
publicity about possible Kuwaiti investment in petrochemical facilities 
abroad, especially in Indonesia and Romania, nothing concrete has 

come of these projects which now appear to be dead. There is talk of 
possible Kuwaiti investment in petrochemical/refinery facilities in 
Tunisia, but, if past history is any guide, early Kuwaiti approval 

of participation in such project is unlikely. 


With industrialization sidetracked, if not stalled, Kuwait's 
development strategy clearly seems to be focused on expenditure on 
infrastructure projects, primarily in the following areas: 


1. Housing: 31% of Kuwait's $16 billion 1977-81 five year 

lan expenditures are for construction. Most of this, well over 
$4 billion,is being spent on government-financed housing construction. 
Kuwait's National Housing Authority, which only started work in 1976, 
has already spent $2.8 billion. NHA experts predict that the Authority 
will spend at least $1 billion per year on construction of houses 
and ancillary facilities (schools, shops, mosques, etc) for the next 
ten years and beyond. Their estimates are probably conservative. 
As of early 1979 there were still 20,000 families on the waiting 

list for new NHA homes, and it was estimated that a minimum of 

5,500 new Kuwaiti families per year would be formed between now and 
the year 2000. Since the National Authority's goal is to build 5,800 
housing units a year it is likely that NHA will be spending a minimum 
of $1 billion per year on housing through the. end of this century. 
Since costs are likely to escalate, the final figure will probably 
be much higher than $1 billion per year. 


A recent review by a British consultant of the original master plan 

for Kuwait drawn up in the 1960's concluded that metropolitan Kuwait 
can only hold 1.5 million people. Since most recent estimates indicate 
that Kuwait's population is likely to top 3 million by the year 2000, 
serious consideration is being given to building two satellite cities, 
one at Khor al-Mufata to the south, and the other a hundred kilometers 





away around the Bay of Kuwait at Subahiyya, not far from the Iraqi 
border. In addition, the creation of a new urban center is planned 

at Fintas, halfway between Kuwait and Ahmadi, to the south. 

Subahiyya does not appear to be a pipe dream since the government 

is going ahead with plans to build a $1.5 billion power plant which 
will be able to serve such a city. Consultants’ proposals are presently 
being evaluated. If Subahiyya does go beyond the drawing boards the 
infrastructure cost, in housing and support facilities, will be 
enormous. 


2. Motorways: Kuwait is in the midst of an ambitious motorway 
upgrading and expansion. Construction underway already amounts to 
$500 million. Contracts for $750 million will be tendered for motor- 
way expansion before the end of 1980 and all indications are that 
coping with Kuwait's worsening urban sprawl will require even larger 
sums for motorway improvement and expansion. 


3. Electricity/Desalination: Because of its extremely hot climate 
requiring massive air conditioning and its nearly total (90%) dependence 
on desalination for water, Kuwait's per capita consumption of 
electricity is the third highest in the world. Although electric 
generating capacity has increased 170% from 1970 to 1977, it has 
barely been able to keep ahead of demand. A 12-hour blackout throughout 
the country in early January 1979 caused considerable concern. It 
is certain that large increases in electric generating capacity will 
continue to be necessary for the foreseeable future. At least 
$350 million is likely to be spent on additional electricity and 
desalination capacity in the next year, followed by $2 to 3 billion 
for very large additional power generating facilities in the early 
1980's. 


4. Other Infrastructure: The GOK has chosen a consultant for 
the first stage of approximately $650 million worth of improvements 
in marina/recreational facilities along the country's shoreline. 
Telecommunications and port expansion as well as a number of small 
projects (schools, public buildings, etc) are likely to add up to 
an average of well over $500 million per year. These figures are for 
government financed projects. They do not include the hundreds of 
millions of dollars per year spent by individual Kuwaitis and Kuwaiti 
companies on home, office building and other construction. 


Because Kuwait is not a planned economy it is difficult to give an 
indication of the likely thrust of future government expenditure 

beyond that indicated above. With assistance from the World Bank, 
Kuwait's Ministry of Planning is beginning to do work on a plan for 

the period 1981 to 1985. This plan is likely to be heavily influenced 
by the results of the census to be taken in 1980. Kuwait's new 1979/80 
budget estimates total expenditures, including additions to reserves 

of approximately $8.2 billion, an increase of only 14% over FY 78/79's 
$7.2 billion, even though total revenues are likely to be well over 





$15 billion, probably at least $17 billion if investment income is 
considered. The FY 80 budget admits to an increase of over 400% in 
addition to reserves, projecting a surplus of approximately $3.5 
billion as compared to FY 79's (wildly under-estimated) $1.3 billion. 
We estimate the actual surplus for FY 78/79 to be over $5 billion 
and the FY 79/80 likely surplus to be at least $10 billion. It 

is still unclear what effect the sharp increase in 0il revenues 
will have on Kuwait's development spending. Conceivably, though 
other constraints make it unlikely, the government will decide to 
increase or speed up project expenditures. Whatever the case and 
whatever the final FY 79/80 surplus turns out to be, it is clear 
that Kuwait will continue to have significant surpluses available 
for investment abroad. 


Foreign Activities: Given Kuwait's continued large current account 
surpluses it seems likely that the government's net external assets 
passed the $25 billion mark by early 1979 and that income on these 
assets amounts to well over $1 billion. Investment income is not used 
for current government expenditure and in any event is not needed 
given continued budgetary and current account surpluses. With 

each year Kuwait's net external assets and the income they earn are 
likely to increase. 


Foreign Assistance: Mindful of its position not only as a wealthy 
Arab country but as a member of the third world, Kuwait has continued 
to provide an impressive amount of its resources in foreign assistance. 
From 1970 through 1977 total Kuwaiti foreign assistance amounted to 
$5.4 billion, or nearly 10% of gross domestic product. While full 
figures are not yet available for CY 78 and the first part of 79, 
it appears that Kuwait continues to provide foreign assistance at a 
generous rate. It has provided important economic assistance to 
Egypt, Syria and Jordan as well as some aid to Lebanon. Because 
of the 1978 Baghdad Summit resolutions regarding Egypt and the 
breaking of diplomatic relations by most Arab countries with Egypt, 
Kuwait is not presently providing any assistance to Egypt. However, 
as a result of the Baghdad Summit decisions, Kuwait is likely to 
provide incremental assistance to Syria and Jordan. Significantly, 
it has continued to increase assistance to non-Arab beneficiaries 
both directly and through increased contributions to international 
developmental and financial institutions. 


Kuwait As An International Lending Center: The past two years have 
seen Kuwait make significant strides as an international financial 
and lending center. Kuwait has pioneered the lending of funds to 
European and third world borrowers denominated in Arab, specifically 


Kuwaiti, currency. The Kuwaiti Dinar bond market has grown from 
nothing in 1973 to one which floated 18 bond issues in 1978 totaling 





over 550 million dollars. As of the end of 1978 the total amount of 
Kuwaiti Dinar bond denominated issues outstanding exceeded $1 billion 
and included issues made to the World Bank and a number of triple A 
rated institutions. The KD bond market was strengthened by the 
development of a local secondary market in trading in Kuwaiti dinar 
bonds. 


Besides participating in Kuwaiti dinar-denominated financing, Kuwait's 
18 active investment houses participated in billions of dollars of 
financing, primarily in Eurodollars. Their activity and that of 
Kuwait's seven commercial banks is an important development since 

it indicates the entry of Arab banks as a channel employed by the 
oil nations for depositing their funds in Western financial markets. 
In the past two years, Kuwaiti banks and financial institutions have 
played a lead role in many bond issues, not only for Arab borrowers 
but for non-Arab borrowers as well. Kuwaiti banks and financial 
institutions are likely to take a much more important and active 
role on the world financial scene in the future. Not only will they 
act as lenders, but also, in many cases, they will act as equity 
participants in ventures not only in the Arab world but farther 
afield. 


Besides local financial institutions, individual Kuwaiti entre- 
preneurs and investors have proved increasedly adventuresome in 
investing outside of Kuwait. Since many of them have studied in 
Europe or the United States, they travel there frequently and 
increasingly place funds abroad, oftentimes in direct investments. 
While precise figures are hard to come by, new Kuwaiti private 
investment abroad during the first half of 1979 is likely to have 
exceeded $2 billion. There is every indication that this large out- 
flow of funds will continue, partly because viable investment 
opportunities in Kuwait's capital-saturated economy are limited, 
and partly because of the many attractions of investment abroad. 


Local Business Scene: The key feature of the local busimess scene 

as of 1979 is increasing competition among local merchants, traders 
and especially contractors. It is no longer the case that only a 
handful of local merchants carry a particular product. Now there 
are many potential suppliers of varying quality products from 

many countries in competition with one another. The days when 
imported goods (especially large and expensive items) could be sold 
at almost any price are over. While prices in Kuwait are still 
expensive by U.S. standards, the fantastic mark-ups on imported goods 
which characterized Kuwait a few years ago are becoming less and 
less common. The trend toward increased competition has been 
especially marked in the construction business. With moderate, 
steady growth the order of the day, the Kuwaiti government controls 
and paces the release of major projects and tenders to insure that 
there is no sudden flood of projects which would overheat an economy 





already pressed to digest the projects now underway. The number 

of local firms has increased, and more and more of them are competing 
for a slice of a development budget which is not growing at the 

heady rates of the past. Adding to the woes of local contractors 

(and international contractors, for that matter) is the phenomenal 
success of South Korean companies in Kuwait. Many of the contracts 
for the National Housing Authority's multi-billion dollar construction 
program have gone to Korean firms. In addition, Korean firms have 
begun to move into more sophisticated areas, including industrial 
construction. 


The severe competition from Korean and other foreign contractors 

is forcing at least one large local contracting firm to reevaluate 
its contracting business with a view toward shifting into more 
lucrative endeavors. The increasingly large share of contracts 
going to Koreans has hurt other Kuwaiti businessmen as well, as the 
Koreans import virtually all workers and materials from Korea. 
Kuwaiti businessmen who are losing commissions on construction 
materials increasingly call for the government to give relief to 
local merchants by requiring any goods available locally to be pur- 
chased locally or to limit the imports of construction materials 
available locally. Since these measures would lead to higher costs, 
the government is taking a close look at the proposals before taking 
any action. 


As noted previously, Kuwait's role as a traditional re-export center 
has at least temporarily declined. The sophistication of the Kuwaiti 
merchant community and Kuwait's better port facilities served to 
encourage a high level of re-exports in the past, but the recent 
events in Iran (a traditional re-export market) coupled with improved 
port facilities elsewhere in the Gulf resulted in a decreased re- 
export market for Kuwait and a general decline in the importance 

of re-exports to the local business community. While increased 
competition is going to cause problems for some members of the local 
merchant community, large and growing disposable incomes, the increas- 
ingly sophisticated demands of the local populace and the almost 

total dependence of Kuwait on imported goods, especially consumer goods, 
should bode well for the overall health of local business. 


Implications for the United States 


Continuing a five year upward trend, U.S. exports to Kuwait amounted 

to $744 million in 1978, a 36% increase over 1977's $548 million. 

Since U.S. imports from Kuwait in 1978 (primarily 0il) only amounted 

to $50 million, Kuwait contributed nearly $700 million to our trade 
balance. Although figures on services and remittances are not available, 
it is likely that these, added to our trade surplus, gave the U.S. a 
billion dollar surplus on current account with Kuwait in 1978. If 

the capital account is included this figure is much larger, given 
continued significant Kuwaiti government and private investment in 

the United States 





Large projects underway, especially motorways and electric power gener- 
ation, offer good opportunities to American firms. Uncertainty 
resulting from U.S. regulations regarding foreign boycotts seem to 

have unnecessarily discouraged some American firms from pursuing 
lucrative business prospects in Kuwait in 1977 and 1978. In 1978 
Kuwait changed some of its boycott procedures with a result that 
complications regarding letters of credit and tender documents for 

U.S. firms were eliminated. One disadvantage for American companies 
continues to be taxation. While the Foreign Earned Income Act of 1978 
provides some tax relief as compared to the 1976 Tax Reform Act, for 
American citizens abroad it still does not address the basic problem 

of relative tax disadvantage vis-a-vis other expatriates working abroad. 
U.S. contractors increasingly are paring their American staff and 
replacing U.S. nationals with British, Canadian, and other nationalities, 
in efforts to cut costs and remain competitive with European, Japanese 
and Korean competitors. 


Having gone through a boom and then a "'consolidation" over the past 
five years, Kuwait in the middle of 1979 is on a solid economic 
course with enormous resources at its disposal. It appears to have 
overcome past problems caused by rapid growth and inflation and 

to have embarked on a balanced, diversified strategy of growth 

both inside the country and in its investments abroad. As such it 
offers enormous opportunities for U.S. businessmen, not only to 
provide goods and services within Kuwait, but to link up with 

Kuwaiti entrepreneurs not only in the Arab world but in the developing 
and developed world, as well. 


The large and growing number of Kuwaitis who are products of American 
colleges and universities and who are now in local business has in- 
creased the interest in American products and technologies. The 
appreciation of the Kuwaiti Dinar against the dollar has helped to 
make American prices more competitive locally. 


While the high spending increases and growth levels that characterized 
Kuwait in the past are fading in memory, Kuwait continues to be a 
strong, growing and sophisticated economy which offers major (and 
often unexplored) markets for interested and aggressive American 
businessmen. 


% U. S. GOVERNMENT PRINTING OFFICE: 1979--281-058/166 











